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] @ ‘Sanima Mai Hydropower Limited
PKF T. R. Upadhya & Co. PKF

INDEPENDENT AUDITORS’ REPORT
TO THE SHAREHOLDERS OF SANIMA MAI HYDROPOWER LIMITED

Report on the Audit of the Financial Statements

Opinion

imited (the Company),

which comprise the statement of financil positon s at 32 Ashad 2075 (16 July 2022), and

the statement of profit or loss, statement of other comprehensive income, the statement of

cash flows, the statement of changes in equity for the year then ended, and notes to the
. including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairy, in all material respects,
the financial position of the Company as at 32 Ashad 2079 (16 July 2022), and its financial
performance and its cash flows for the year then ended in accordance with Nepal Financial
Reporting Standards (NFRSS).

Basis for opinion

We conducted our audit in accordance with Nepal Standards on Auumng (NSAS). Our

the audit of the C

in accordance with the code of ethics for professn al accountant issued by Instiute of

Chartered Accountants of Nepal (ICAN) together with the ethical requirements that are

relevant to our audit of the financial statements under the nrovlsmns of the Companies Act,

2063 and we have fulfiled our other ethical responsi in accordance with these
d the ICAN's Cod

audit evidence obtained by us is sufficient and appropriate to provide a basis for our audit
‘opinion on the financial statements.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
ignificance in our audit of the financial statements of the financial year ended on 32 Ashad
2079 (16 July 2022). These matters were addressed in the context of our audit of the financial
stalements a6 8 whol, an i forming ou aprin thereon, and we do nolprovido s separata
opi ese matters. We have determined that there are no key audit matlers to
Communicate i our report

Information other than the financial statements and auditors’ report thereon

The management of the Company is responsible for the other information. The other
information comprises the information included in the annual report, but does not include the
uditor's

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing o, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to
be materially misstated.

124, Lal Colony Marg, Lal Durbar, Kathmandu, Nepal
Tel: +977 01 4410927, 4977 01 4420026, Fax:+ 977 01 4413307 pkf.trunco.com.np

PHE TR, Upodhya 8.Co.is 2 membe e of e PKE Iniomatons!Limted lomiy o egayindopendont s and does no 3ccopt
o s aciens of acisns of oy iBos rmormbas o Gooepondent 1 o . =i

=== QIR I R T R



4R Sanima Mai Hydropower Limited

If, based on the work we have performed, we conclude that there is a material misstatement
therein, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the financial
statements

The management of the Company is ion and fair of
the financial statements in accordance with NFRSs and for such internal control as
management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either
intends to liquidate the Company or to cease operations, or has no realistic alternative but to
doso.

Those charged with govemance are responsible for overseeing the Company's financial
reporting process.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with NSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit NSAs,
professional skepticism lhroughoul the audit. We also:

+ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those fisks, and
obtain audit evidence that s sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulling from eror, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of mlemal control relevant to the audit in order to design audit
but not for the purpose of expressing
&1 opinion on the effsctveness of the Company's inferal control

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exiss elaled 1o events or condilons thal mey cast signifcant doubt on the Company's
ability to conti amaterial uncertainty exists, we
are required to draw attention in nur audllors report to the related disclosures in the
fnanctal statements or, if such dlsclosures are madequa(e to modify our opinion. Our

basedont our auditor's report
However, future events or condmons may cause the Company 1o cease to continue as a
going concern.
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A

* Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with gavemance with a s(atement that we have complied with
relevant ethical regarding and t with them all
relationships and other matters that may reasonably be Ihought to bear on our independence,
and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements

We have obtained information and ons asked for, which, to the best of our knowledge
and belief, were necessary for the purpose of our audit. In our opinion, the statement of
financial position as at 32 Ashad 2079 (16 July 2022), the statement of profit or loss, statement
of other comprehensive income, statement of changes in equity and the statement of cash
flows for the year then ended have been prepared in accordance with the requirements of the
Companies Act, 2063 and are in agreement with the books of account of the Company and
proper books of account as required by law have been kept by the Company.

To the best of our i and according to ions given to us and so far appeared
from our examination of the books of account of the Company necessary for the purpose of
our audit, we have not come across cases where Board of Directors or any employees of the
Company have acted contrary to the provisions of law relating to the accounts or committed
any misappropriation or caused loss or damage to the Company relating to the accounts in
the Company.

Shashi Satyal
Partner ¥

PKF T R Upadhya & Co.
Chartered Accountants.

Date: 20 Bhadra 2079
Place: Kathmandu

UDIN: 220906CA00008u700K
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

STATEMENT OF FINANCIAL POSITION
As at Ashad 32,2079
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Director i
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

STATEMENT OF PROFIT OR LOSS
For the Year ended Ashad 32,2079

Figure in NPR
Notw  FY 207879 207778
Revenue From Sale of Electricity 4. 935,026,5¢ 850,309,509
P ing F 2 (88.882937) s0s83418)
Gros Profit 346,145657 769,026,092
Other Income 28 51,803 1615;
inistratiy E> 43 (175,269,870) (175,080,503)
Net Operating Profit 670,925,630 595,991,361
Financial Costs. 44 (146,080,994) (185,837,340)
inancial Income as 42678825 562201
rofit/(Loss) before Tax & Bonus 567,523,461 419,796,221
rovision for Staff Bonus 532 (11,350,469) (8,335,059)
Loss before Tax SS6.172.99 EIVRTTATS)
income Tax Expense a6 (10,002,682 1.941.773)
Net Profit for the Year_ 546,170,309 409,519,390
Basic Earing Por Share TG 5
Diluted Eaming Per Share 1768 1458
As pr our report of even date
v e 3
Nssﬁ\(ummkha Grishma Ojha Khem Raj Lamichhane
Asst. Manager (Finance) General Manager Dircctor 7
a8 / ShaTSEgl
Tk Prassd Paudel Simran'}. Bhimsaria Mahech Ghimire ner (2
Direstor Director Director PKFTR Upadhys &8
2 k" Chartered Accountant
P Bty
SPokhrel Hitman Gurung ‘Tek Raj Niraula
Director irector Chairman

Date: 2079.0520
lace: Kathmandu
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

STATEMENT OF OTHER COMPREHENSIVE INCOME

For the Vear ended Ashad 32,2079
Figure in NPR

FY 207879 PV 207778
346,170309 409,519,390

Profit for the year
ot be reclassified to Profit or los

o) m Acrl o of o enlt iy e 10 27 s e
Tncome .
Net not be reclassified to profit or loss 1,468,827 680,476
) s tht may b etasifed o Froitor Loss
Gl s fow e . .
Rty o Proftor Lo
Res e ey o = =
e e o h oo ne o [ —TY
TouIComeen ot YT
H// As per our report of even date
N(.!}. — Grlima o Kiem rlr e
Asst. Manager (Finance) General Manager Director
St Sayal
“Tuk Prasad Paudel i Mahé Partner
Dircer er Dincr PRETR Ui £\
Charied e
¥ Gsubug”
e Hinn G Tk Nl
D D Chiman
Du: 20790520

Place: Kathmandu
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

STATEMENT OF CASH FLOW
For the Year ended Ashad 32, 2079

e in NPR.
Y 207875 FY 207778
 Fiow rating Astiviies
Net Profit for the year(Afler Tax) 546,170,309 409519390
Adjustment for:
Amortzation 150773976 150727835
Depreci 3,565,276 3995.204
Depreciation of Right o Use Assets 834,759
Provision for Tax 10,002,682 1901773
Payment of Tax (10.002,682) (W941.773)
Employee benefit adjustment 1468827 680476
Lease adjustment .744.073) -
2 - (297823
Cash ing Activit in Working Capital T00.069.074 S8zl
[ in Working Ca
(Increase) Decrease in Curent Operating Assets (81753,736) (102809,128)
il 3124238 (12.122,667)
Cash i (GRS 4769337
‘Cash Flow from Investing Activities
(Increase)Decrease in Work in Progress .
Capitalization/Purchase of Fixed Assets 2.376,038) (1,014,666)
(IncrementyDecrease in Intangible Assets .118862) (1,603.586)
UncrenesDecet o Rightf e s (4.591.496) A
Investment in Assosiates - (278,200,000)
Realization ulllmncll\As&ﬂs (352254.498) 10,167,750
50,875,000 196,500,000
i (309,465,894 4,150472)
@ssoin (@59,701,530)
.1 g
ey (127,655.000)
303.301.59) )
3,671,786 (13813679)
m 64,409,658 18223337
end of The Vear 73,081,444 64,409,658
As per our eport of even date

Nisha Rumpakha Grishma Ojfa Khem Raj Lamithhane
Asst. Manager (Finance) General Manager Director

Date: 2079.05.20
Place: Kathmandu
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Sanima Mai Hydropower Limited

Kathmandu, Nepal

1. CORPORATE INFORMATION

11 General

Sanima Mai Hydropower Limited (SHPC) is a Public Limited Company incorporated for the development
ion of prospective hydropower projects in Nepal vide registration number 1331/068/069 registered
with the Office of Company Registrar. Initially it was incorporated as a private limited company as on
2065/05/26 and later converted into Public Limited Company as on 2068/12/03.

‘The shares of the company are listed and traded on the Nepal Stock Exchange Limited (NEPSE).

g . s i
0f 29 MW (Mai hydropower plant- 22MW and Mai Cascade hydropower plant- 7 MW). The commercial
Mai Hydropor i52071/11/14 and Mai C: 2072110729

12 Financial Statements

‘The Financial Statements of the SHPC for the year ended 32 Ashad 2079 comprise Statement of Financial
Position, Statement of Profit or Loss, Statement of Cash Flows, Statement of Other Comprohensive Income,

Statement of Changes in Equity, Notes o the Financial Statements and Significant Accounting Policies of the
Company.
13 Principal Activities and Operations

of the company i pal Electricity Authority.

14 Responsibility for Financial Statements

‘The Board of Directors is responsible for the fair preparation and presentation of Financial Statements of
SHPC as per the provisions of the Companies Act, 2006, in accordance with Nepal Financial Reporting
Standards (NFRS).

15 Approval of Financial Statements by Directors

‘The accompanied Financial Statements have been authorized by the Board of Directors vide its resolution
dated 20" Bhadra 2079, and recommended for approval by the Annual General Meeting of the sharcholders.
2. BASIS OF PREPARATION

21 Basis of Preparation

These financial statements are prepared in accordance with the historical cost convention, except for certain
items that are measured at fair values, as explained in the accounting policies below.

T O —
#F s M “
W A
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ted usi ion technique. In estimating the fair value of an asset or a liability,
the Company takes into account the chamlcnsucs of the asset or liability if market participants would take
those characteristics into account when pricing the asset or liability at the measurement date.

Nepal Accounting Standards (hereafier referred to as NFRS), laid down by the Institute of Chartered
Accountants of Nepal and in compliance with the requirements of the Companies Act, 2006.

23 Functional and Presentation Currency

‘The Financial Statements of SHPC are presented in Nepalese Rupees (NPR), which is the currency of the
primary economic environment in which the SHPC operates. Financial information is presented in Nepalese
Rupees and rounded off to the lowest cardinal number of one digit. There was no change in SHPC's
presentation and functional currency during the year under review.

3. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

‘The preparation of Financial Statements i Nepal Financial Reporti ires the
management to make judgments, estimates, and assumptions that affect the application of accounting policies
and the reported amounts of assets, labilities, income, and expenses. Actual results may differ from these
estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions o accounting estimates
are recognized in the period in which the estimate is reviscd and in any future periods affected.

‘The most significant areas of estimation, uncertainty and critical judgments in applying accounting polic

that have the most significant effect on the Financial Statements are as follow:

31 Going Concern

“The Board has made an assessment of SHPC’s ability to continue as a going concern and is satisfied that it
has the resources to continue in business for the foresecable future. Furthermore, Board is not aware of any
‘material uncertainties that may cast significant doubt upon SHPC’s ability to continue as a going concern and
does not intend either to liquidate or to cease operations of it, Therefore, the Financial Statements are prepared
on going concem basis.

32 Fair Value of Financial Instruments

‘Where the fair values of financial assets and financial liabilities recorded in the statement of financial position
can be derived from active markets i.c., Level |, they are derived from observable market data. However, if
this is not available, Level 2 and Level 3 Fair value measurement techniques have been used as per NFRS. If
this cannot be estimated, judgment i required to establish fair values.

TERY G TR T R005/068
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33 Impairment of Available for Sale Investments
SHPC reviews i ities, if
ool e

things significant financial difficulty of the issuer, a breach of contract Aliiass default or delnquency in

interest o principal payments, cc. SHPC also ecords impaiimen charges on avalale for sale equity
line in fair value below their cost. The determination

of what is significant’ or *prolonged” requires judynem. SHPC shall generally treat ‘significant as 20% and

“prolonged” as greater than six months. In addition, SHPC evaluates, among other factors, historical share

price movements, duration and extent up to which the fair value of an investment is less than its cost.

34  Impairment of non-financial assets

“The corporation tests material intangible assets under construction at least annually for impairment. Assets
subject to depreciation and amortization are reviewed for impaimment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment test is performed by
comparing the carrying amount of the asset or cash generating unit (CGU) to ts recoverable amount. The

the fair value and Value in use, which is the
present value of the future cash flows from an asset or CGU

3.5 Useful Life of the Property, Plant and Equipment

SHPC reviews the residual values, useful life and method of depreciation of property, plant and equipment at
cach reporting date. Such life is dependent upon an assessment of both the technical life of the assets and also
their likely economic life, based on.various internal and extemal factors including relative efficiency and
operating costs. Accordingly, depreciable lives, residual values and methods are reviewed annually using the
best information available to the Management.

3.6 Taxation

The SHPC is subject o income tax and judgment i required to determine the total provision for currnt,
deferred and other tax with respect o the
of tax laws, at the time of preparation of these financial statements.

3
of future taxable income. Given the wide range of business relationships and the long térm nature and
complexity of ex sing contractual agreements, differences arsing between the actual results and the

i could necessitate income
ally recorded, and deferred tax amounts in the period in which the

and expense amounts that were
determination is made.

3.7 Provisions for Liabilities and Contingencies

‘The SHPC may receive legal claims and litigations against it in the normal course of business. Management
makes judgments as to the likelihood of any claim succeeding in making provisions. The time of concluding
Tegal claims is uncertain, as s the amount of possible outflow of economic benefits.

Estimates and underlying assumptions are reviewed on an ongoing basis. Actual amount could differ from
thos etimates, bt iffernces are ot expecttbe mteil. No such labiles ar rcognized inthe
&

financial statements of current fi y/ 50
>
o f #Y (‘
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Sanima Mai Hydropower Limited

Kathmandu, Nepal
NOTES TO THE FINANCIAL STATEMENTS
Yearended Ashad 32,2079
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS
Year ended Ashad 32,2079

Figure in PR
T3 Plant operating expenses FY 307879 FY 207778
Generation Royalty R71E55 17.002669
Plant Insurance 2352198 11,275,048
Personnel expenses sce note 4.2.1) i 27257307
Advenisement

Avareness & Notice
Business promtion Expenses.
Communiestion Expenses.

Planttion
PorteielperLabour Charge
Printing & Stationery Expenses
Protesion

Repair & Maintenance -HIM

rairiraenisd om« it

Repaic & Maintenance Ve

Safety Items

Secuiy Eapenses

Site Offce Consumable Goods

SafTInsurance

Saff Welfare Expenses

Transportation Expenses

Traveling Expenses

Nehicle Renew and Taxes
5882937 50883418
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS
Vear ended Ashad 32,2079

Figurein PR
T2T Persomet sxpe a0 P 207778
Salay & allowance 21888671 2134758
102

Insurance & Taxes
Leasehald property maintenance

Toul

Eé
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS
Year ended Ashad 32,2079

Figure in NPR
431 Personnel expenses FY 207879 FY 2077-78
Salary & allowance, 7574738 5926950
Provident Fund 380,400 301,118
316873 250932
313,617 196,500
125,810 67,196
556,745 476931
63,527 13.592
93371 723,219
%4 Financial Costs FY 207879 FY 207778
Interest on Bank Loan (OD) 125 3813
Interest on Term Loan (MHP) 96,992,041 124,927,086
Interest on Term Loan (MCHP) 46,049,561 57,935,790
Interest expenses relating to Lease (See Notes 4.26) 510,557 -
Bank Commission 2.528.710 2970650
Total 146,080.994 185,837,340
45 Financial Income FY20879 - FY 207778
Income From Interest on Call deposit 2,668,09 1,875,109
Income From Interest on Term deposit 25,516,209 7,767,092
Interest Income From Other 14,494,521 -
Total 2678825 9642301
46 Tncome FY 207879 FY 207778
Income Tax 10,002,682 1941773
Deferred T L < A
Total 10,002,682 1941773
i ‘under development FY 207819 FY 207778
Addition during the
Recreational Hall at MHP Powerhouse - 913,620
Less: Capitalized
al Hall at MHP Powerhouse - 913,620

= R} aIfe AR T
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS
Vear ended Ashad 32,2079

Figure i NPR
48 Held to maturity financial assets
i the
il under this heading. life of
headin
207875 TV 207778
“Commercial Banks Fixed Deposits 352300000 -
Total 352300000 =
49 Available-for-sale financial assets
The equi i purpose of: for example held for primarily ganing.
decision making power of the entity and that cauiy investment that are not held for trading are classified under this
FY 207875 FY 07778
uoted Equities - z
Toul B 0
410 Investment in Associates
“The investment 20% and less than in associate
i inyestment.
Y 2 &
101 below) 1225700000 1225,700,000
Total 1225700000 1,225,100,000
T10.1_Name of Associates FY 207879 FY 207778
Sanima Middle Tamor Hydropower Lid. 533200000 533,200,000
‘Swet Ganga Hydropower & Constructon L. 450000000 450,000,000
Mathillo Mailun Khola Jalavidhyt Ld. 257500000 237,500,000
Bavari Constructon Pvt. Lid. 5.000.000 500,000
Total 225700000 1.725,700,000

411__Other Financial Assets

‘Current Other Financial Assets TV 207778
‘Advance 10 O 291302
Acerued Interest N
Saff Advances 645397
“Trade Debiors -NEA (sec not 5.29) 38231830
Resticted Bank Balance - Capex Reserve (see note 5.19.1) 20737678
19, 263950
Total 479254268
‘Non Current Other Finaneial Assets V207778
Recievables - 201,72
e @.426240)

Total - 5502

412 Other Assets

‘Current Other Assets 207579
LC Deposit (Margin) 819,461
Miscellancous Deposit 112003

Prepaid Insurance
Prepaid B

TR FEF AR T 2065/098
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS

Year ended Ashad 32,2079
Figure in NPR
413 _lnventory In Hand FY 2078-79 FY 2077-78
Bearing /Transformer Oil 419,486 419,486
Gabion Box Stock 1,441,804 1,338,702
Hydro-Mechanical Stock 841,716 178,969
Other Materials. 130229 -
Spare Parts of | ical Equipment 16,151,870 17,125,727
Total 18,985,105 19,062,885

414 Cash and short-term deposits

Cash and short term deposits includes cash and bank balance and other shor term deposits of financial assets having maturity of 3

months o fes.
FY 2078-79 FY 2077-78
Cash Balance 977 =
Bank Balance 43075467 34409658
i b 3 months term) 30,000,000 300,000
Total 73,081,444 64,409,658
415 Current Tax Assets/ Lial FY 207879 FY 2077-78
Thcome Tax Liabililes (10,002,682) 1.941,773)
Advance Tax 12951013 2500318
‘Net Tax Assets/(Liability) 2,948,331 558,545
416 in Equity FY 2078-79 FY 207778
“Tamor Sanima Energy Pyt L - 5,000
‘Senima Jum Hydropower Lid 28,500,000 28,500,000
Bavari Construction Pyt. Ltd. 375,000 3250,000
Total 35,875,000 86,750,000
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Sanima Mai Hydropower Limited

Kathmandu, Nepal
NOTES TO THE FINANCIAL STATEMENTS
As at Ashad 32,2079
Figure in NPR
417 Share Capital FY 207879 FY 207778
‘Authorised Share Capital
(35,000,000 Equilyl;hums atNPR 100 cach) 95,000,000,000 35000000000
Tssued Share Capital
30892510 ity Shares t NPR 100 cach) 2089251000 2308419000
Paid up Share C
(30,892,510 Eqully Shares at NPR 100 each) 3.089.251,000 2808410000
‘Grdinary Sharcs as at 151 Shrawan 2.808.410,000 2,553,100,000
Add: Bonus Shared Issued 280,841,000 255310000
h 31t Ashad 3,089.251,000 2,808,410,000
ERTAY iation of No. of Shares FY 207879 FY 207778
‘Ordinary Shares as at It Shrawan 28,084,100 25,531,000
Add: ssued 2808410 2,553,100
Ordinary S 31t Ashad 30,892,510 28,084,100
a8 i FY 207879 FY 207778
Share premium B -
Less: Issuance of Bonus Share - -
Total 5 -
an Rmms & Snrplus
EACX) rnings FY2078-79 FY 207778
Relamcd o es (Opening) 672,162,277 649249803
Profit for the year 546,170,309 409519390
Issuance of Bonus Share (-) (280,841,000) (255,310,000
Cash Dividend () (14,781,106) (127,655,000
Prior Period Adjustment - (2297.823)
Provision for CSR (5:461,703) (4,095,194)
CSR Expenses 4,007,398 2,751,102
Lease Adjustment as per NFRS 16 (2.744,073) :
Reversal of Operating Lease Adjustment 3,298,844 -
Total 921810946 672162277
4192 Other Reserves FY 207879 FY 2077-78
‘Acturial reserve 3035623 1,566.796
Corporate Social ibility Reserve 6,464,439 5010134
Total 9,500,062 6,576,930
3
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Sanima Mai Hydropower Limited

Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS

Borrowings

Asat Ashad 32,2079

i
The book costs have been taken as deemed amortized

B
cost

K

t for NFRS purpose. AIR on loan,

i

i g
if any, is shown as part of
Figure in NPR.

borrowings. in NPA
4201_C FV 207819 FY 2077-78
‘Consortium Term Loan (Mai Hydrpower Project) 241,725,356 185,881,534
Consortium Term Loan (Mai Cascade Hydropower Project) 92,609,000 81,140,000
tal 334334356 267,021,534
4302 I 207879 FV 207778
‘Consortium Term Loan (Mai Hydrpower Project) 93,668,097 161,480,048
Consortium Term Loan Project) 457,782,000 551,932,000
Total 131,450,097 1713412068
421__Other Financial Liabi
4211 Current Other Financial Liabilities FY 207879 FY 207778
i L0y B 638,534
Audit Fee Payable 209,050 209,050
‘Advance From Others 470,000 3
Cash Dividend Payable 54,548 .
Goverment Lease Provision - 2,640,509
Lease Liabilitis (See Notes 4.26) 687,552 A
1,655,974 1731492
Overtime Allowance Payable 25,99 51,027
Retention Money Payable 933,086 674,599
Royalty Payable 912,832 9,203,590
Staff Deposit A/C 205,808 860,000
Payable to Others 816277 974,457
Actuary Fee payable 12,008 28,827
Total 14,183,130 7,031,835
4212 _Non Current Other Financial Linbilities FY 207879 FY 207778
Lease Liability (Sec Notes 426) 6128310 5
Total 6,128,340 5
32 Other Provisions (e noe 427) FY 207879 FY 207778
[ nd 1373916 1851431
Total 1,375,916 1851431
423 Other Liablties
Current Other Liabilities FY 207879 FY 207778
Provisions Staff Bonus 11,350,469 335,059
Withholding Tax Payable 470736 316,549
Social Security Pund Payable 24240 -
Staff Payable 265,770 709992
12,511,214 9361600
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS
Asat Ashad 32,20

426, Right of Use Asses: Avountin NP
Particulars Amount
‘Net Right of Use Awets 3 a1 Shrawan 12075
Land Lease for Sanima Mai Project 1363200
Land Lease for Sanima Mai Cascade Project 300221
Land Leasefor Tramsmission Line 661,308
patonanuin 2286763

Fotal 45196
mpr«mmn Tor the year.
ma Mai 55,967
Soima i Cucade 18764
Transmission Line 332
Head Offce Buiding 718697
Toul 334,75
Net Rightof Use Assels 1s st Ashad 32,2075 3786757

e ewe ACAI

() Payment () 32,209
24550 162680 3098051
o e ensn
07309 82918 1415976
ls21s_ 7u70m 15903

Particolars

Tand Lease for Sanima Ml Projeet.
Land Lease for Sanima Mai Cascade Project
Land Lease for Transmission Line

frice Building

T030235 61891
Non- Current Lease Linbilty as t Ashad 32,2079
Partieutars Amoont
Projet SAS0.207
1+ Vi Csede Prject 651200
Lo Love o it e 1434508
Head Offce Buiding 583389
1 T G0
‘Current Lease Liabilty s at Ashad 32,2079
Partieulars Amount
Tand Lease for Sanima Vit Praject [GEEN
Ld Lo oS M Caeds P ®414)
Land Lease for Transmission L (18533
Head Offce Building 75619
Toul s
Interest Expenses for Lease Linbilities
Particulars Amount
Land Lease or Sanima Mai Poject. 234530
Land Lease for Sanima Mai Cascade Projct 8903
Land Lease or Transmission Line 107809
B 119275
Toul StossT

Lesse Payments for Lease Lisbilties
riculars

TR Y R AT 2065/068
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Sanima Mai Hydropower Limited

thmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS.
As at Ashad 32,2079

421, Enploys Benetis

.am by i o

Figare in NPR
e 07778
Leave Encashment  Leave Encashment
Non-Funded)  (Non-Funded)
1 Gncome) Expenses Recognized in Statement o Profitor Loss

Imeres Cost 178708 153298
814607 814607
“Tol 03312 967905

(IncomeExpenses Recognized in Other Comprehensive Income.
Actarisl (GainY Loss 6852 (@s076)

O |
3 Changein Presen Value Oblgations

PV ol Obligaton atbeginning ofthe yesr LasLis

188115
Iteres Cost 178,705 153298
rent Service Cost 1407 814607
Acquisiions (credi cost .
B p 5 o)
Actarial (GainY Loss Qe85 (s076)
m 1375316 1551881
4 Change in Fa Value of Plan Assts
Fair Valusof lan Asets at Beginning of the Year .
Acquisiton Adjustment =
Year 5
En) W
Leave Encashment  Leave Encashment
Non-Funded)  (Non-Funded)
5 AmowtReopie i Sementaf il Fosion
Present Value of Obiigations t Year 1375916 1851431
iVl i Astea e End & -
Funded Status
Unnccogased. Ve B
Unnsognised Pt S Cost
Net AsscU(Liabili
6 Acon Asumpions
Disen
snlvy conion e

mentage
Reming Woting i

Moraliy Moralty 2009)  Moraliy

W
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS
As at Ashad 32,2079
428: RELATED PARTY
Relationshi Retated Pariies
Company With Common Directors Saima Bank Limied
Seime Life lnsurance
‘S General Insurance Company Lid.
Akama Hotel P, Lid
Smima Py, Lid.
Seaima Foundstion
Bavar Constuction Py, Lid.
Resorhtes i Middie Tamer Hydropower Limied
and Consiruction Limited
‘Matbilo Mailan Kol Jalvidyon Conpany Linied
i Lue

mited

Advance towards Investment in Equity Sanima Jum Hydropower Ld.
Bavar Constrcton Py, Lid.

Transactions with Key Managerial Persannel (KMPs)
According (o Nepal Financial Reporting Standard (NFRS) - NAS 24 (Related Pary Disclosures) Key Managerial Personnel
3 Biriiod 44 i

e
include the Board of Directors of i nd key cmploy.
are holding dircctorship in Subsidiary companics of the SHPC.
Bowrd
Mr. Tek Raj Niraula Chairman
Director
Director
Director
Director
Director
Director
“The following pro for KMPs of SHPC: Figurein NPR
YT TV
3800 756000
168000 168,000
Tour 5600 464000
Transactions with Key M: ' 207879 FY2077-78
For the year ended
Short term employee benefits 3616051 2326879
219,120 209484
Tou EECS] 75%.36¢
Transactions with Related i 207879 FY2077.78
Deposits & investments
Investment
Sanima Middle Tamor Hydropower Ltd 533,200000 533,200,000
Swet Ganga Hydropower & Construction Lid. 450,000,000 450,000,000
Mathitlo Mailun Khola Jalvidhyut Lt 237.500000 237,500,000
i 000000 5000,000
T735,700,000 25700000

T FF AR T 065/068
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Sanima Mai Hydropower Limited

Kathmandu, Nepal
NOTES TO THE FINANCIAL STATEMENTS
Asat Ashad 32,2079

428: RELATED PARTY TRANSACTIONS
Deposits & i FY2078-79 FY2077-78
Call account-Sanima Bank 618,146 T154.278
Current Account-Sanima Bank 335872 140,798
USD Account-Sanima Bank - 3439341

“Total 954,018 4734418
“Advance payment for Equity shares FYROTT TYRT778
Samima Jum Hydropower Lid. 28,500,000 28,500,000
Bavari Construction Pyt. Ltd. 7,375,000 3,250,000
Tamor Sanima Energy Pyt. Ld. - 55,000,000

Total 35,875,000 86,750,000
Expenses & fees paid TYRTS TYRT778
Sanima Hydro & Engincering Pvi. L1d- 931,460 T.693

“Total 921,460 413,695
Expenses & Outstanding b TYRRTS TYI0T78
Sanima Pvt. Ltd.
Rent Paid 819930 833,490
Rent Payable - 82426

“Total 319,930 915,916
‘Akama Hotel Pyt. L.
Expenses paid during meeting of SHPC 165311, 284,031
Payable - 12,430

“Total 65311 256,461

W
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Sanima Mai Hydropower Limited
Kathmandu, Nepal

5. SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNT

The accounting policies set out below have been applied consistently 10 all periods presented in these
Financial Statements, and d

51 Current versus Non-Current Classification

“The Company presents assets and liabilities in statement of financial position based on currentnon-current
classification. The Company classifies an asset as current when it is:

- Expected to be realized or intended to be sold or consumed in normal operating cycle

- Held primarily for the purpose of trading

- Expected to be realized within twelve months after the reporting period or

- Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at

least twelve months after the reporting period

All other assets are classified as non-current.

‘The Company classiffes a liability as current when:
- Itis expected o be settled in the normal operating cycle
- Itis held primarily for the purpose of trading
- Itis due to be settled within twelve months after the reporting period or
- There is no unconditional right to defer the settlement of the liability for at least twelve months
after the reporting peri
‘The Company classiffes all other liabilities as non-current.

ipment

52 Property, plant, and cq;

Property, Plant & Equipment (PPE) are stated at cost of acquisition or construction less accumulated
depreciation and accumulated impairment losses if any.

Cost includes inward freight, duties and taxes, and incidental expenses related to acquisition. Expenses
capitalized also include applicable borrowing costs for qualifying assets if any. All upgradation/
enhancements are charged off as revenuc expenditure unless they bring similar significant additional
benefits. PPE can

5.2.1 Cost model

pe i t cost I it impairment losses.
5.2.2 Revaluation model

‘The Company has not applied the revaluation model to any class of frechold land and buildings or other

TR FF TR AT 2065/068
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On revaluation of an asset, any increase in the carrying amount is recognized in ‘Other comprehensive
income’ and accumulated in equity, under capital reserve or used to reverse a previous revaluation decrease
relating to the same asset, which was charged to the Statement of Profit or Loss. In this circumstance, the
increase i recognized as income (0 the extent of revious wite down. Any decreasc n the carrying amount
it or Loss Other C
1o the extent of any credit balance existing in the capital reserve in respect of that asset. The decrease
recognized
Any balance remaining in the revaluation reserve in respect of an asset is transferred directly 1o retained
carnings on retirement or disposal of the asset.

An item of property, plant, and equipment is de-recognized upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or
retirement of an item of property, plant and cquipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognized in the Statement of Profit or Loss and Other
Comprehensive Income.

‘The Company has adopted Cost model for property, plant & equipment. Carrying amount of assets has been
assumed as fair value,

Capital Work in Progress

‘These are expenses of capital nature directly incurred in the construction of buildings, major plant and

machinery and system development, awating capitalization as PPE or Inangible asets. Capital work-in-

itis available for use, i.¢., when it is in the |

nd conion nesessey o 1 be capble o opnting n thc maonr leded by management. Cap
ted at costless any

2

53 Intangible Assets

Intangible Assets that the Company controls and from which it expects future economic benefits are
capitalized upon acquisiton and iitally measured at cost comprising the purchase prie (including import
duti 1l 10 prepare the asset for its intended use.

The useful life of an intangible asset is considered ﬂmk where the rights to such assets are limited to a
specified period of time by contract or law (e.g. licenses) or the likelihood of technical, technological
obsolescence (¢.¢., computer software). If there arc no such limitations, the useful life is taken to be
indefinite.

Intangible asses nm have finie lives are amortized ove their estimated useful lives by the straight line
practical to theasset. An intangible
st withan indefnite sefl e s not amoried.

Software is amortized over a period of five years.

AII intangible assets are tested for impairment. Amortization expenses and impairment losses and reversal

f impairment losses are taken to the Statement of Profit o Loss and Other Comprehensive Income. Thus,
e il recognition, an intangible asset is carried at its cost less accumulated amortization and / or
impairment losses.

A
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Intangible assets include Computer application and Service concession arrangements (in accordance with
IFRIC 12). Intangible asset (Computer application) includes the cost of computer application development
including software, direct charges for labor, materials, contracted services and borrowing costs as per
NAS 23

Service concession arrangements of SHPC include Mai Hydropower Plant (22MW) and Cascade
Hydropower Plant (TMW). Servi i iod of
years as per the Power Purchase Agreement (PPA) of SHPC. As per PPA, the life of Mai Hydropower Plant
is up to B.S. 2101/11/13 and Mai Cascade Power Plant is B.S. 2102/10/28.

Gains ing from de it i i the
net disposal proceeds and the carrying amount of the asset and are recognized in the statement of profit and
loss when the asset s derecognized.

5.4 Right of Use Assets
Alease isa contract in which the right i for d-upon period
in return for consideration. The company has recognized at present value assets for the right of use received
and liabilities for the payment obligation entered into for all leases. Lease liabilities include the following
lease payments:

Fixed payments, less lease incentives offered by the lessor

Variable payment linked to an index or interest rate

+ Expected residual payment from residual value guarantees

. ise price of call opti ise is estimated to icntly likely and

Contractual penalties for the termination of lease if the lease term reflects the exercise of terminable
option

Lease payments are discounted at the implicit interest rate underlying the lease to the extent that this can be
determined. Otherwise, discounting is at the incremental borrowing rate. The Group lease discount rate has
been considered for the reporting period.

Right of Use assets at cost, which compri following:
« Lease liabilities,

« Lease payments made at or prior to delivery, less lease incentives received,
Initial Direct Costs, and

« Restoration Obligations.

Right of Use assets are subsequently measured at amortized cost. They are depreciated over the term of the
lease using the straight-line method.

5.5 Service Concession arrangements

IERIC 12 on Service Concession arrangements provides that the Operator's right over the infrastructure
assets cannot be recognized as property, plant, and equipment (PPE) of the operator.

v v 4
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(a) The grantor controls or regulates what services the operator must provide with the infrastructure, to
‘whom it must provide them, and at what price; and

(b) The grantor controls—through ownership, beneficial entitlement or otherwise-any significant residual
interest in the infrastructure at the end of the term of the arrangement.

used in a publi i i forits enti 1life (whole
i ion i i it ‘This Interpretation

e !
applies to both

@ it par the service
arrangement; and

) . .
interest in the infrastructure at the end of the term of the arrangement.

The consideration received by the operator is recognized at fair value. Consideration may result in the
recognition of  financial asset or an intangible asset.

551 Recognition as a financial asset

‘The Financial asset model s used when the Company, being an operator, has an unconditional contractual
right 10 receive cash or another financial asset from or at the direction of the grantor for the construction
services. Unconditional contractual right is established when the grantor contractually guarantees to pay the
operator (a) specific or determinable amount; (b) the shortfall if any, between amounts received from the
users of the public services and specified or determinable amounts.

552 Recog

n as an intangible asset

The intangible asset model is used to the extent that the SHPC, being an operator, receives a right (a license)
10 charge users of the public service. A right to charge users of public services is not an nconditional right

i 10 the extent that public uses the services. Both types
of arrangements may exist within & single contract to the extent that the grantor has given an unconditional
guarantee of payment for the construction and the operation i.e., considered as a financial asset and to the
extent that the operator has to rely on the public using the service in order to obtain payment, the operation
has an intangible asset.

The Company manages concession arrangements which include power supply from its two hydropower
plants namely Mai Hydropower Plant (22MW) and Mai Cascade Hydropower Plant (TMW). The Company
maintains and services the infrastructure during the concession period. The concession period for Mai
Hydropower Plant is up to B.S 2101/11/13 and Mai Cascade Power Plant is B.S. 2102/10/28. These
concession amangements set out rights and obligations related to the infrastructure and the services to be
provided to the public user through Nepal Electricity Authority. The right to considerat toan
intangible asset and accordingly, the intangible asset model is applied.

5.6 Financial Instruments

561 Date of Recogition

Al financial assets and liabilities are initally recognized on the trade date, i ¢, the date that SHPC becomes
a party to the contractual provisions of the instrument. This includes regular way trades. Regular way trade
means purchases or sales of financial assets that required delivery of assets within the time frame generally
established by regulation or convention in the maketplace.
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562 Recognition and Initial Measurement of Financial Instruments

The classification of financial instruments at the initial recognition depends on their purpose and

characteristics and the management’s intention in acquiring them. All financial instruments are measured

initially at their fair value plus transaction costs that are directly attributable to acquisition or issue of such

financial instruments except in the case of such financial assets and liabilitis at far value through profitor
in relation to profitor loss

are delt wih i the Sttement of Poftor Lo

563 Classification and Subscquent Measurement of Financial Assets
Atiits inception, a financial asset s classified into one of the following:

a. Financial assts at air value through profit or loss
Financial assets held for tradi
Financi

assets designated at fair value through profit or loss
b. Held to Maturity Financial Assets

c. Loans and Receivables

d. Financial assets available for sale

The subsequent of financial assets dep their

563.a Financial Assets at Fair Value through Profit or Loss
A financial asset is classified as fair value through profit or loss if it is held for trading or is designated upon
initial recognition at fair value through profitor loss.

563.a (.) Financial Assets Held for Trading

F ificd as held for trad; ired principally for selling or
mpumhzsmg i the nar erm or hld a3 part of  potfoli tht is managed together fo short-term proftor
position taking. This category also includes derivative financial instruments entered into by SHPC that are
not designated as hedging instruments in hedge relationships.

Financial assets held for trading are recorded in the Statement of Financial Position at fair value, Changes in
fir vallu ar recognized i it valus gains and losses. Dividend income s recorded in Other ncone”
when the right ished. Interest from fi

for trading is recorded under *Other Income? using thoefectve nteestrate.

SHPC evaluatesits held for o, oth derivatives, to determine

1o sell them i the near future is still appropriate. When SHPC is unable to trade these financial assets due to
inactive markets and management’s intention to sell them in the foresecable future significantly changes,
SHPC may elect to reclassify these financial assets.

Financial assets held for trading include instruments such as government securities and equity instruments
that have been acquired principally for the purpose of selling or repurchasing in the near term.

563.a Financial Assets Designated at Fair Value through Profit or Loss
SHPC designates financial assets at fair value through profit or loss in the following circumstances:

1. Such designation climinates or significantly reduces measurement or recognition inconsistency
that would otherwise arise from measuring the assets.

v é/@%

T I R T R0 05/008




4% Sanima Mai Hydropower Limited

2. The assets are part of a group of financi: financial I
and their performance cvaluated on a fuir value basis, in accordance with a documented risk
management or investment strategy.

3. The asset contains one or more embedded derivatives that significantly modify the cash flows

that would otherwise have been required under the contract

Financial assets designated at fair value through profit or loss is recorded in the Statement of Financial
Position at fair value. Changes in fair value are recorded in *Other Income” in the Statement of Profit or

Loss. “Other Income’, terest rate method, and dividend
income is also recorded under “Other Income” when the right o receive the payment has been established.
“The SHPC

profit or loss.

5.6.3. b Held to Mats

Held to Maturity Financial Assets are non-derivative financial assets with fixed or determinable payments
and fixed maturities which the SHPC has the intention and abiliy to hold to maturity. After the initial

i tment at using the
“The amortization is included in *Other Income” in the Statement of
Profit or Loss. The losses arising from impairment of such investments are recognized in the Statement of
Profit or Loss.

‘The term deposits of 12 months maturity have been shown under this heading in the financial statements.

5.63. ¢ Financial Assets Available for Sale
Avawle fo sle fnmncal ssets inchude iy and dob e, Eqiy Invesmes claseifed ae
“Avalable for Sale” are those which are neither classified as ‘Held for Trading’ nor ‘Designated at fai value
ihrough proftorloses. Debt secriies in this category are ntended o be heldfor an ndemie period of
time and may be sold in quidity » s

After initial measurement, available for sale financial investments are subsequently measured at fair value.
Unvaled gains and losses are recognized directly in equity through *Other comprehensive income /
expense’ in the *Available for sale reserve’. When the investment is disposed of the cumulative gain or loss
previously mogmud in cquity is recognized in the Statement of Profit or Loss under *Other operating
income”. Where
of on a first ls(~on| bass. Intrest camed whilst hokding *Availabl for sale inancial
reported as *Other income” using the effective interest rate. Dividend eamed whilst holding “Available for
sale financial investments” are recognized in the Statement of Profit or Loss as *Other Income’ when the
right to receive the payment has been established. The losses arising from impairment of such investments
are recognized in the Statement of Profit or Loss under *Other operating and administrative expenses” and
removed from the * Available for sale reserve’.

‘The company does not have any Available for sale investments.

57 Financial

iabi

The Company init 4 are
originated. All mm . ly recogni the entity becomes a
iability i i
s clssfied 85 he\d for-trading or is dtslgnlled as such on i
profit

gl
al recognition. Directly

part
profit or loss
il Financal liabilities
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at fair value through profit or loss are measured at fair value and changes therein, including any interest

pense, are recognized in the statement of profit or loss. Other non-derivative financial liabilities are
initially measured at fair value less any directly atributable transaction costs. Subsequent to initial
recognition, these liabilities are measured at amortized cost using the effective interest method. Other
financial liabi s consist of amount due to related parties, other creditors including accruals and
outstanding commission payable.

4%, Sanima Mai Hydropower Limited

ion of other financial liabil

A financial liability is de-recognized when the obligation under the liability is discharged, cancelled, or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
‘modification is treated s a de-recognition of the original liability and the recognition of a new liabiliy, and
the difference in the respective carrying amounts is recognized in the statement of profit or loss.

58  Financial Risk Management Objectives

‘The operations expose the Company to various risks. These risks include market risk (including currency
sk, interest rate risk and other price risks), credit and liquidity risk.

) Risk management framework
‘The board of directors has overall responsibility for the establishment and oversight of the Company’s

risk management framework. The risk management framework is intended to ensure that risks are taken
care of with due diligence and care.

The risk management policies are established to identify and analyze the risks faced by the company, to
R  and o monitor s R

policics and systems are reviewed regularly to reflect changes in market conditions and the company’s

activities. The Company, through its training and management standards and procedures, aims to

and obligations.
b) Market risk

Market isk s the risk that changes in market prices, such as forcign exchange rates, interest ates and
equity prices that will affect the company’s income or the value of its holdings of financial instruments.
The objective of market risk nanagemen is to manage and control market risk exposures within
acceptable parameters while optis the return. The Company currently has no transactions which
expose it primarily to the financial nsksafclnnges in interest rates, equity prices, etc.

Foreign currency risk

The Company’s functional currency is NPR and has certain transactions denominated in fo
currencies. As of the reporting date, management has analyzed the impact of the exposure to foreign
currency balances and the impact is not expected to be material.

d) Credit risk

Credit sk refers to the risk that the counterparty will default on its contractual obligation resulting in
financial 105 1 the company. The carrying amouns of financial assets and conlracts assets represent

‘The Company i o it risk
involved is Nepal Electricity Authority.
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) Liquidity risk

Liquidity rsk i the rsk that the company wi in meeting igati iated
with ts financial libilities that are settled by deliveri i ‘The Company’s

liquidity s to ensure, a far thati ient liquidi
to meet its liat ies when due, under both normal and stressed conditions, without incurring
unacaeptable losses or risking damage (0 the company'sreputation. Ultimate responsibilty for liquidity
risk management rests with the Board of Directors, who have provided to the management, credit
for approved financial institutions to minimize the liquidity risk exposure.

59 Depr

tion and Amortizat

Depreciation is recognized 50 as 1o write off the Gost of assets (other than freehold land and
properties under construction) less their residual values over their useful lives, using the written

‘down method.
2. Amonizaton s recogized on  iight-ine bsis over thei estimaed el ives, The timated
seful amortization method are reviewed at the end of each reporting period, with the effect
ofany changes inesimate being accounted for on 8 prospectve base
3. Depreciation is provided on the written down method based on the estimated useful lives of the

sssts determind by the managemen: Deprciaton n addions ko fixed asets i hirgedonpr-
ta basis in the year of purchase. The useful lfe of the assets and the corresponding rates at which
he assetsae deprecm:d areas follows:

Category of assets Estimated useful life
uilding -59 years
[ Plant and Equipment 19 years
[Office Equipment -1 T years
Furniture and fixtures -1 years
it d )-11 years

chicles - layears 20%

Computer software is amortized over an estimated useful life of 5 years on straight line basis.

4 the period of
or similar units expected to be obtained from the use of asset.

or the number of production

“The estimated useful life, residual values and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate accounted for on a prospective basis.

Office fumiture, equipment, vehicles & i less than NPR 5,000 p
to the statement of profit or loss in the year of purchase.

510 Impairment of non-financial assets

No Tnanclal assets subject to_impaiment testing include_inangible asses and propety, plant and
equipm material is tested at least once a year. Assets
snbjzct o dupmcx fon and amortization are reviewed for impaiment whenever cvents or changes in
i indicate that th
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An impairment test is performed by comparing the carrying amount of the asset or cash generating unit
(CGU) 1o its recoverable amount. The recoverable amount is calculated as the higher of the fair value less
value in use which s the p of the future cash flows from an asset or CGU.

511 Retirement Benefits Obligations
5.11.1 Defined Contribution Plans
A o

I benefit plan under which SHPC paysa fixed contribution
into a separate Institution (or own fund) and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating to employee
services in the current and prior periods, as defined in Nepal Accounting Standards ~ NAS 19 (Employee
Benefits).

The conmbmmn payable by the employer 10 a defined contribution plan in proportion to the services
rendered to SHPC by the employees and i recorded s an expense under Per;omml expenses” as and when
they b«omedne Unpaid contributions, if any,

{The ompany has becn registerd with Social Scurity Fund s equird by Social Security Ac, 2074 and
31%of the Social Security
the Act since Baisakh, 2078.

5112 Defined Benefit Plans
A defined benefit plan i i Accordingl
i Nepal i NAS 19

as
(Employee Benefits).

5113 Unutilized Accumulated Leave

SHPC’s liability towards the accumulated leave which is expected to be beyond one year from the
end of the reporting period is treated as other long term employee benefits. SHPC’s net obligation towards
unutilized accumulated leave is calculated by discounting the amount « future benefit that employees have
camned in retum for their service in the current and prior periods to determine the present value of such
benefits. The discount rate is the yield at the reporting date on goverment bonds that have maturity dates
approximating the terms of SHPC’s obligation. The calculation is performed using the Projected Unit Credit
method. Net change in liability for unutilized accumulated leave including any actuarial gain and loss are
recognized in the Statement of Profit or Loss under *Personnel Expenses’ and the Statement of Other
Comprehensive Income in the period in which they arise.

NAS 19 requires actuarial valuations for Leave encashment in order to determine the liability or asset that
the company has at the year end. Actuarial valuations have been carried out to determine the same.

Leave encashment has been subject to actuarial valuations as per the provisions of NAS 19. The details of

valuation and basis of valuation are presented in Notes to Financial Statements 4.27. The actuarial valuation
of leave provision is done by G.N. Agarwal, Consulting Actuary, Mumbai, India.

512 Short-term employee benefits

Shortterm employee benefit obligations are measured on an undiscounted basis and are expensed as the

related service is provided. A liability is recognized for the amount expected to be paid under short-term

cash bonus o profitshaing plas i the Compny has  present lgalor consirucive ablgaton (0 pay his
t It of past servi by be estimated reliably.

Yo
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In accordance with Nepal Accounting Standards (NAS) 37- Provisions, Contingent Liabilities and
Contingent Assets, a provision is required to be recognized where there is a present legal or constructive
obligation as a result of a past event that can be estimated reliably, and it is probable that an outflow of
economic benefits wil be required to settle the obligation, the timing or amount of which are uncertain.

513 Provisions and Contingencies

The company h isions for all igai ing the definition of NAS 37.

A contingent liability is a arises from past i ill be confirmed
the oceurrence or nonoceurrence of one or more uncertain future events beyond the control of the
par igation th i i resources.

will be required ion. A contingent in extremely rare here ther

ty
bility that cannot be recognized because it cannot be measured rel
a contingen

ably. The Company does not
but discloses its existence in the financial statements.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed

of the entity.

Provisions, contingent liabilities, contingent asset i a ing period.

5.14 Government grants

Government grants are assistance by the government in the form of transfers of resources 1o an entity in
return for past or p in conditions relating to th lipee y

there is a condition that the entity shall purchase, construct or otherwise acquire long-term assets. Grants
related to income are grants other than grants related to assets.

ill be reccived
will comply with the conditions associated with the grant. Government grants that compensate the company
for expenses incurred are recognized in profit or loss in the same period in which the expenses are
recognized. Grants that compensate the company for the cost of an asset are recorded as deferred revenue
and recognized in other revenue over the service life of the related asset.

hall be i income:
costs which they are intended to compensate, on a systematic basi

y with the related

Once a government grant is recognized, any related contingent liability or contingent asset is treated in
accordance with NAS 37: Provisions, Contingent Liabilities and Contingent Assets.

As per topic “Urja Ujyalo Nepal Sambhriddha Nepal” point — 61 of Annual Budget for F/Y 2071-72, ‘For
projects completed by 2079-80 and connected to National Grid, a lump sum amount of NPR 50 lakhs™MW
10 be provided as Government Grant. An additional 109 will be provided to those projects which will be

completed and connected to the National grid by 2074-75." (L
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Mai Hydropower Plant (22MW) and Mai Cascade Hydropower Plant (TMW) have been completed and
connected to National Grid on 2071-11-14 and on 2072-10-29, respectively and are eligible for the grant
‘mentioned above of NPR 15.95 crores. However, the has not been recognized yet as the real
is not yet confirmed. Upon receipt of the grant amount, it will be accounted for as per the policy.

and through IPPAN i inuous follow-up.

515 Borrowing cost

As per NAS 23, Borrowing costs are the costs incurred by the company in borrowing loans for the

construction of assets or any capital goods. Borrowing costalso includes exchange differences (o the extent

rogarded as an adjustment to the borrowing costs. Borrowings can be gencral or specfic. Borrowing costs
the asset i is ready for use.

The costs have been charged to the Statement of Profit or Loss since the asset has already come into
operation,

516 Leases

The detrminaion of welher i sresgomsat i or contie) & s it bused on the substnce o the
aringement at the inception of the Iease. The arrangs o conaln & e W st of the

arrangement is dependent on the use of Fasctsand
the asset or assets, even if that right is not explicily specified in an arrangement.

 as a Lessee
‘The NAS-17 Leases has been replaced by NFRS -16 on of new NFRS in this year has,
been done using modified retrospetive approach. NFRS 16 allows the use of modified retrospective

approach where cumulative adjustment has been made to opening retained eamings of current year and
requires no restatement of comparative figures.

‘The application of NFRS 16 has resulted in decrement in retained camings by NPR 2,744,073, However,
due to such application, the lease provi ked prriomly o5 por NAS 17 s s bern e
shoving increment i rtained carings by NPR 3,295,84. The esung Right f use assts and lsse

in schedule

426.

Company asa Lessor

pany

plam s cqulment where it s th lssor. Th lase pyment receved i the pariod 1 shown under oher

 on straight line basis. Where the company i the lessor in finance lease, the assets are

recognized as lease reccivabls in the amount of the net investment in the statement of financial position.
" the company of s assets.

517 Receivables and Payables

for on acerual basis.  are shown in the
Statement of Financial Position under ‘Other Financial Assets’ and *Other Financial Liabilitis’ heading.

518  Income Tax

As per Nepal Accounting Standard- NAS 12 (I axes) tax expense is the aggregate amount included

in the determination of profit or loss for th vg ;wm of current and deferred taxation. Income Tax
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expense is recognized in the statement of Profit or Loss, except to the extent it relates to items recognized
directly in equity or other comprehensive income in which case it is recognized in equity or in other
comprehensive income.

Income Tax Act 2058 has specified a tax rate of 25% flat for hydropower companies.

As per Section 11 (3 Gha) of Income Tax Act 2058, hydropower companies are exempted from tax for the
first 10 years of ts operation and 50% concession on tax is provided for the next 5 years thereon.

Mai Hydropower Plant (22MW) started its commercial operation on 14 Falgun 2071 and Mai Cascade
Hydropower Plant (TMW) started its commercial operation on 29 Magh 2072, Thus, the company i in a tax
holiday period.

5.18.1 Current Tax

Current tax assets and liabilities consist of amounts expected to be recovered from or paid to the Inland
Revenue Department in respect of the current year, using the tax rates and tax laws enacted or substantively
enacted on the reporting date and any adjustment to tax payable in respect of prior years.

According to Section 11(3 Gha) of the Income Tax Act, 2058 corporate tax is 100% exempt for 10 years and
50% exempt for further 5 years as eligible under the current hydropower policy. of the Government.
Therefore, provision for corporate tax has not been made with respect to operational revenue from the
project.

However, the required provision has been made in respect of interest income earned on term deposits and
advance for investment withdrawn from Tamor Sanima Energy Private Limited.

An advance ruling was obtained from IRD by SHPC which states that, interest eamed from the bank balance
‘maintained in banks and ﬁnanm\ | istitutions hrough reverwe from sale of electriity md amount collected

lhmugh issuance of income from 2) of Income Tax
2058 and hence shall bc cxcmpl from tax as per Sec 11 (3 Gha)of the Act However, interest camed
term

cam proft o gai shall be considere a income from invesiment 15 per Scc 9 (2 ka)of the At and shall
not be exempt from tax as per Sec 11 (3 Gha) of the Act.

O the basis of the above advance ruling, the amount deducted as TDS on interest on call deposits by banks
was claimed as an advance tax against the tax payable on interest on term deposits. Subsequently, due to
unclarity from tax authorities regarding the claim of such advance tax, SHPC has deposited and recognized
NPR 2,265,813 in current tax assets of the financial statements against TDS deducted by banks on interest
income from call deposits relating to FY 2075/76 and FY 2076/77. SHPC is still i discussion with the tax
authorities regarding this matter.

582 Deferred Tax
Deferred tax is recognized on temporary differences between the carrying amounts of assets and Habilities
and the amounts used for taxation purposes (1ax base), at the tax rates and tax laws enacted or substantively
enacted by the end of the reporting period.

Deferred tax assets are recognized for the future tax consequences to the extent it s probable that future
profits will be hich temporary differences can be utilized.

o &y
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Tocoune 1, 1. 20 e o s ol ender fhes compeeienive e on il o
disclosed separately

when there s legally

and liabilities and when the deferred tax balances related to the same taxation author Nt tax assets
and tax liabilities are offset where the entity has a legally enforceable right to offset and intends either to
settle on net basis, or to realize th t and settle the liabil

‘The company is i tax holiday period due to which no temporary differences arise on carrying amount and
tax base and hence no deferred tax assets/liabilites have been recognize

5.19 Cash and Cash Equivalent

Cash and short-term deposits in the statement of financial position comprise cash in hand, cash at bank and
short-term deposits with a maturity of three months or less.

Further, Cash amounting to NPR 50,908,712 and NPR 20,364,592 is restricted for general use as the amount
held i i i ith Consort k for ing Mai Plant

(22MW) and Mai Cascade Hydropower Plant (TMW), for capital expenditure and cash amounting
NPR 15,424,000 and NPR 7,488,000 is restricted for general use as the amount is held in accordance with
agreement, signed with Consortium Bank for financing Mai Hydropower Plant (22MW) and Mai Cascade
Hydropower Plant (TMW), for reserve of monthly budget of consecutive two months. These have been

assets in the financial statements of FY 2078/79.

5.19.1 Capex Reserve held amount

of ium Banks for financing, Mai Hydropower
Pl.sm (22MW) and Mai Cascade Hydropower Plant (7MW), Company has to maintan th specific purpose
reserve out of debt payment account till the time the credit balance in the same reserve reaches NPR
50,000,000 and NPR 20,000,000, respectively. For this purpos, the lead bank "Laxmi Bank Limited” is

fa under section 1: General, sub section
VII: Undertakings (H) (IV). Currently, the balance in Capex account maintained in Laxmi Bank Ltd. is
NPR 50,908,712 for Mai Hydropower Plant (22MW) and is NPR 20,364,592 for Mai Cascade Hydropower
Plant (TMW)

5.19.2 O&M Reserve held amount

As per the requirement of the facility agreement with the consortium banks for financing, Mai Hydropower
Plant (22MW) and Mai Cascade Hydropower Plant (TMW), the Company has to maintain the O & M reserve
in revenue account for the next two-month O & M budget. For this purpose, the lead bank "Laxmi Bank
Limited" has held NPR 15,424,000 and NPR 7,488,000, respectively for FY 2078-79 as per facility
‘agreement under section 1: General, sub section VII: Undertakings (H) (I1).

520 Tnventory

stock, Gabion box stock and other materials expected to be used in the normal course. Cost of inventories
comprises of cost of pnmhasc, chets of comersion and cthr s I bingng e st o thelocation and
condition intended datlower of cost or

i W’(%ﬁ/ \ '\§ ' %f/}
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Net Realizable value represents the estimated selling price of the inventory less any estimated costs to sll.
Inventory is maintained in First in First out (FIFO) Basis
521 Revenue Recogition
5211 Sale of electricity

Revenue is recognized to the extent that the economic benefits associated with a transaction will flow to the
company and the revenue can be reliably measured in line with NFRS -15 Revenue.

“The sale of electricity is the reg business of SHPC,

given in the Power Purchase Agreement based on the approved metcr reading from Godak sub-station of

Ncpll Electricity Authority. Revenue Elect
uthority.

5212 Di nd and Interest income

idend income from investment in shares i recognized when the right 10 receive the payment has been
established.

Interest income from a financial asset is recognized when it is probable that the economic benefits wil low
10 the entity and the amount can be measured reliably.

All other incomes are recognized on accrual basis

522 Government Fee (Payment for Environment Services-PES)

‘The Company had entered into an agreement with the Forest Department in 2069 B.S. related to Land Lease
of Forest Areas and removal of Trees. Clause 8 of this contract requires the company o pay “Payment for
Environment Services (PES)” from the 6% year of operation as per the below table. Thus, such PES has been

ed as Govermment Fee and the financial liability of such amount has been shown under current other
financial liabilities (Payable to Other).

SNo. [ eration Peri % of Net profit to be paid as PES.
‘ear of Operation 0%

rom 6° -10" Year of Operation | 0.01%
rom 117 -15" Year of Operation | 0.0

rom 16" 20" Year of Operation
rom 21% 25" Year of Operation | 1%

523 Prior Period Adjustment

The Company has recognized posted rate income on accrual basis. However, during the previous years, the
royalty expense on posted rate income had been recognized only upon receipt of payment from NEA. As per
the accrual concept, the Company has adjusted the royalty expense against the posted rate income booked
Il FY 2076/77 by restating the opening retained camings of FY 2077/78 by NPR 2,986,267 and the royalty
expenses of FY 2077/78 amounting to NPR 1,570,907 has been recognized through the Statement of Profit
or Loss. As a result, ined camings of FY by NPR 4,557,174,

‘The amortization of intangible assets has been restated to rectify the project life of the assets by restating
(increasing) opening retained earnings of FY 2077/78 by NPR 689,966 and the amortization expenses of FY
2077/78 has been reduced by NPR 3,223,624 and recognized through the Statement of Profit or Loss. As a
result, the opening retained eamings of FY 2078/79 have increased by NPR 3,913,590.

0R5;
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incial liabiliti he ign exchange income

on settlement of a creditor through negotiation in FY 2077/78 by NPR 1,390,571. Such income has been
recognized through the Statement of Profit or Loss in the financial statements resulting into increment of the
opening retained camings of FY 2078/79 by NPR 1,390,571

524 Foreign currency translation

The functional currency of the Company and its subsidiaries is determined on the basis of the primary
economic environment in which it operates. The functional currency of the Company is Nepalese Rupee.
Revenucs and xpenses resuling from tansacionsin foeign crrencis are transiated 1o Nepalese Rupee
equivalents at those in effect at the .

Monetary assets and labiliies denominated in foreign currences are transated into Nepalese rupes at the
exchange rate prevailing at the reporting date. Translation gains and losses are credited or charged to Profit
o loss in the current period.

Exchange differences arising in the settlement of monetary items or on translating monetary items at rates
ifferent from those at which they were translted on inital recognition during the period or in previous

the closing rate ofuponmg date) as foreign exchange gain
or loss and adjusted with Statement of Profit or Loss as per NAS 2

525 Proposed Dividend
Dividends on ordinary shares are recognized as a liability and deducted from equity when they are approved
by the Company’s sharcholders. Interim dividends are deducted from equity when they are paid.

A dividend proposed byithe Board of Directors after the reporting date is not recognized as a liability and is
only disclosed as a note to the financial statements.

Company’s board meeting dated 2079/05/20 has proposed a 5.2632% cash dividend out of total reserve ill
FY 2078/79.

Said proposed dividend has not been adjusted in the financial statements as this is a non-adjusting event as
per NAS 10.
526  Withholding tax on dividends

Withholding tax that arises from the distribution of dividends by the Company is recognized at the same.
time as the liability to pay the related dividend is recognized.

527 Issuance of Bonus share

As per the decision of the 10® AGM dated 2078-07-11 (28 October 2021), SHPC has issued 10% bonus
shares i.e. 2,808,410 shares and 0.5263% cash dividend, out of free reserve of the Fiscal year 2077-078.
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528 Trade Debtors
Trade debtors include receivables of revenue for the month of Jestha 2079, Ashad 2079 and the amount in
relation to 20% additional claim as per *Posted Rate” of facility agreement 2071 with Nepal Electricity
Authority (NEA) for Mai Hydropower Project (15.6MW).

“The facility has been provided for projects completed and commercially operated by Chaitra 2071. Since
Mai hydropower project has been commercially operated on 2071/11/14 is eligible for the posted rate for 7
‘ears from Baisakh, 2072 to Chaitra 2078. The following claim has been made with the Nepal Electricity

Auth ia commercial invoice till Chaitra 2078.
Fiscal Year Amount (NPR)
207112 7,940,784
207273 9712265
207314 74,943,265
207475 T52815
207576 71,377,441
2076.077 3,302,286
2077-078 78,545,350
‘Shrawan to Chaitra 2078 38,133.907
Total 502,520,484
Received 216,809,470
Net Receivables 286,011,014

NEA has forwarded the claim to the Ministry of

The Company has received NPR 216,809,470 till FY 2076-077 for due posted rate from Nepal Electricity
Authority on different dates. For the pending receivable, continuous follow up has been made by the
management to Nepal Electricity Authority (NEA) and Ministry of Encrgy, Water Resources & Irrigation
(MOEN) & Ministry of Finance (MOF) for the receipt of the claim. At the reporting date, the posted rate
claim due is NPR 286,011,014

529 Advance to others

Advance of NPR 944, ity forest
of Kabeli Corridor Transmission Line for expedllhng our connection (o the national grid. Though many
thes

amounts have been pending for 8 ong i (since FY 2070171, S e company has booked impairment
charges for these advances in FY 2078/79.

530 Other Income

Other income i i i income.

531 Addition of Assets/Increase in Cost of Intangibles

The company has constructed a guard house at Mai headworks amounting to NPR 333,693 and expanded
staffs quarter at Mai Cascade powerhouse amounting to NPR 785,169,
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532 Investment in Equity

equity Outof
allotted has been classified as investment in share and amount out of which shares has not been allotted till
the date of signing of the balance sheet are classified as advance towards investment in Equi

Name of Company Commitment | Investment | Advance towards
investment
Swet Ganga Hydropower & Construction Lid. | 450,000,000 | 450,000,000 -
Sanima Middle Tamor Hydropower Ltd. 533,200,000 | 533,200,000 B
Mathillo Mailun Khola Jalavidyut Ltd. 237,500,000 | 237,500,000 5
Sanima Jum Hydropower Ltd. 500,000,000 - 28,500,000
Bavari Construction Py, Lid. 20,000,000 5,000,000 7,375,000
Total 1,740,700,000 | 1,225,700,000 35,875,000

Such Advances have been classified as “Non-Current Financial Assets: Advance towards investment in
Equity’ under Notes 4.16; as no shares have been allotted in respect of such advances as of financial year-
end.

The investment commitment towards Tamor Sanima Energy Pvt. Ltd. has been withdrawn and the advance
amount NPR 55,000,000 has been returned to the Company with legal interest (10%) which has been shown
under financial income.

533 Royalty

100 Per Kilo Watt ling to total NPR 22,00,000 - Mai Hydro
and NPR 7,00,000 - Mai Cascade Hydro) has been accounted fo as Other Operating and administrative
expenses, whereas generation royalty @ 2% of revenue reccipt, amounting to NPR 18,718,508 has been
accounted for as plant operating expenses.

The capacity royalty is payable in the month of Chaitra and the sales royalty is payable on a monthly basis.
NEA has deducted the generation royalty during payment of revenue.

“The generation royalty is deducted at the rate of 2% of revenue from sale of electricity at the source i.c., by
Nepal Elecricity Authority on monthly basis.

534 Provision for Staff Bonus

‘The company has separated 2% of its Net profit before tax and bonus as Provision for Staff Bonus for the
‘yearending 31 Ashad 2078 complying with Section 15 of Electricity Act 2049 and Rule no. 86 of Electricity
Regulations 2050.

535 Corporate Social Responsibility Expenses as per Industrial Enterprises Act,2019 (2076 B.S)

New Industrial Enterprises Act 2019 (2076 BS) (the “Act”) has come into effect from 28" Magh, 2076.
Section 54 of Industrial Enterprises Act 2019 (2076 BS) makes it mandatory to allocate 1% of the annual
profit to be utilized towards corporate social responsibility (the “CSR Requirement”). The fund created for
CSR is to be utilized on the basis of annual plans and programs but in the scctors, that are prescribed under
the Act. In current year, the Company has incurred NPR 4,007,398 on “Environment Mitigation and

T QN A R T R00s/09%
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Community Support”. Further 1% of net profit from current year 2078/79 amounting to NPR 5,461,703 has
been set aside for CSR expenses to be made in next Fiscal Year.

536  Operating segments (NFRS 8)

Operating segment is a component of an entity:

a. That engages in business activities from which it may eam revenues and incur expenses
(including revenues and expenses relating to transactions with other components of the same
entity).

b, Whose operating results are regularly reviewed by the entity's chief operating decision maker to

make decisions about resources a to be allocated to the segment and assess its performance; and
For which discrete financial information is available.

SHPC has been involved in the production and sale of electricity. SHPC has two reportable segments, namely
Mai Hydropower Plant (22MW) and Mai Cascade Hydropower Plant (7MW). Therefore, the company has
two reportable segments in accordance with NFRS 8 ‘Operating Segments’. The other administrative cost
of company and other income has been breakdown in the ratio of the capacity of the project.

N # ﬁ§7 ('
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Earnings per share is the portion of company’s profit allocated to each outstanding share of common stock.
Basic eamings per share is computed by dividing the net profit/ (loss) for the year by the weighted average
number of eqities shares outstanding during the year.

537  Earnings per share

Basic carnings per share is calculated by dividing the net profit for the year attributable to equity holders of

the parent by the weighted average number of ordinary shares outstanding during the year, as per the NAS
33 - Earnings per Share.

Particulars FY 2078-79 FY 2077-78
Amount used as a Numerator
Profit Attributable to ordinary Shareholders 546170309 409,519,390
Amount used as the Denominator
‘Weighted average number of Ordinary Shares 30,892,510 28,084,100
Basic Earnings per Ordinary Share (NPR) 1768 14.58
N
.
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